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INSTITUTIONAL STATE PLAN 

ASSURAUCE AND FINDING CERTIFICATION STATEMENT 


STATE: MASSACHUSETTS 
TN: 96-15 

REIMBURSEMRNT TYPE: HOSPI t a l  -X 

NURSIng f a d1i t y  
ICF/HE -

PROPOSED EFFECTIVE DATES: October 1, 19961 O c t o b e r  19,  1996 

A .  	 S t a t e  Assurances and FINDINGS The S t a t ea s s u r e st h a t  it h a s  made the 
following findings: 

1. 	 447.243(b)  (1)t i )  - T h eS t a t ep a y s  f o r  i n p a t i e n th o s p i t a l  services and 
l o n g - t e r mc a r ef a c i l i t y  services through the u s e  o f  r a t e st h a ta r e  
reasonableandadequate  to meet the costs t h a tm u s t  be i n c u r r e d  by
e f f i c i en t l y  andeconomical lyoperated providers to  p r o v i d e  services in 

s t a t e  and  laws ,conformity w i t h  a p p l i c a b l e  Federal  regula t ions .  and 
q u a l i t y  and s a f e t ys t a n d a r d s .  X 

2 .  W i  th  respect t o  inpa  t ient h o s p i t a l  services 

a. 	 447.253 (b)(1)( i f )(AI - The methods and s tandardsused  to  de te rmine  
p a y m e n tr a t e st a k e  in to  account  the s i t u a t i o n  of h o s p i t a l s  which 
serve a d i s p r o p o r t i o n a t e  number o f  l o w  i n c o m e  p a t i e n t s  w i t h  s p e c i a l
needs. X 

b. 	 447.253(b)  (1)(ii)(8) - I f  a S t a t e  elects i n  i t s  S t a t e  p l a n  to  cover 
i n a p p r o p r i a t e  level o f  c a r e  services ( t h a t  i s ,  SERVICES f u r n i s h e d  to  
h o s p i  t a lwinpa tients who require a lower covered level of care  such  
a s  skilled n u r s i n g  services or i n t e r m e d i a t ec a r e  services. under 
c o n d i t i o n s  s i m i l a r  t o  those descr ibed  i n  section 1861 (v)(1)(G)  of 
the A c t ,  the methodsandstandardsused t o  de te rmine  paymen t  ra t e s  
must  specify t h a t  the payments for this t y p e  o f  care must be made a t  
r a t e s  lower than those fo r  i n p a t i e n th o s p i t a l  level of c a r e  
services, reflecting the level of c a r ea c t u a l l y  received, i n  a 
manner consistent w i t h  section 1861 (v)(1)(GI o f  the Act. 

I f  the answer is " n o t  a p p l i c a b l e ,  " p l e a s e  i n d i c a t e :  

C .  	 447.253(b) (1) ( i f )  ( C )  - The paymen tra te sareadequa te  to a s s u r e  t h a t  
r e c i p i e n t sh a v e  reasonable a c c e s s ,t a k i n g  into accountgeographic
l o c a t i o n  and  reasonab le  t rave l  t i m e ,  to  i n p a t i e n t  h o s p i t a l  services 
o f  a d e q u a t eq u a l i t y .  X 

3 .  With respect to  n u r s i n gf a c i l i t y  services 

a .  	 447.253 (b)(1) (iii)(A) - Except for  preadmiss ion  screening for  
i n d i v i d u a l s  w i t h  mental  illness and m e n t a l  r e t a r d a t i o n  under 42  CFR 
4 8 3 . 2 0 ( f ) ,  the methods and s tandards  used  t o  de te rmine  paymen t  ra t e s  
t a k e  into account  the costs of complying w i t h  the requirements of 4 2  
CFR p a r t  483 subpar t  B .  n /a  
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b. 	 447.253 (b)(1)(iii)( B )  - The methods and s tandardsused  t o  de te rmine  
paymen tra te s  provide for  a na p p r o p r i a t er e d u c t i o n  t o  t a k e  i n t o  
accoun t  the lower costs ( i fany)  o f  the f a c i l i t y  for  n u r s i n gc a r e  
under a waiver  o f  the requirement  i n  42  CFR 483 .30 tc )  to  provide
licensed nurses on a 24 -hour  bas i s .  

n /a  

C .  	 447.253 (b)(1)  (iii)(C) - The S t a t e  h a s  established proceduresunder  
whicb the dataand methodology used to  e s t a b l i s h  p a y m e n t  r a t e s  a r e  
made a v a i l a b l e  t o  the public. n / a  

4 .  447.253(b)  (2)  - The proposed paymen tra te  w i l l  not exceed the upper 
p a y m e n t  l i m i t s  a s  s p e c i f i e d  i n  42  CFR 447.272: 

a .  payments to  each c a r e447 .272(a )  - Aggregate group o f  h e a l t h  
f a c i l i t i e s( h o s p i t a l s ,n u r s i n gf a c i l i t i e s ,  and ICFs/MR)  w i l l  not 
exceed the amount tha t  can  reasonab ly  be est imated would have been 
p a i d  f o r  those services under Medicare payment principl e a .  

X 

payments to  eachb. 	 447.272(b)  - Aggregate group o f  S t a t e - o p e r a t e d
f a c i l i t i e s  ( t h a t  i s ,  h o s p i t a l s ,  n u r s i n g  f a c i l i t i e s .  and ICFs/MR) -­
when considered s e p a r a t e l y  w i l l  not exceed the amount tha tcan  
r e a s o n a b l y  be est imatedwouldhave been p a i d  f o r  underMedicare 
payment principl e a .  x 

I f  there a r e  no S t a t e - o p e r a t e df a c i l i t i e s .p l e a s ei n d i c a t e  "not 
a p p l i c a b l e :  

C .  447.272 (c)  - A g g r e g a t e  s h a r ed i s p r o p o r t i o n a t e  h o s p i t a l  (DSH)
paymentawdo not exceed the DSH payment limits a t  42-CFR447.296 
through 44 7.299. x 

d .  	 Section 1923(gj - DSH payments t o  i n d i v i d u a lp r o v i d e r s  w i l l  not 
exceed the h o s p i t a l - s p e c i f i c  DSH l imi t s  i n  section 1923 (g) of the 
Act. X 

B .  S t a t eA s s u r a n c e s .  The S ta t emakes  the following a d d i t i o n a la s s u r a n c e s :  

1. F o r  hospi t a l s  

a .  	 44  7.253 (c)  - In determiningpayment  when there h a s  been a s a l e  or 
t r a n s f e r  o f  the a s s e t s  of a h o s p i t a l ,  the S t a t e ' s  methods and 
s t a n d a r d s  p r o v i d e  t h a t  p a y m e n t  r a t e s  c a n  r e a s o n a b l y  be expec ted  not 
to  i n c r e a s e  i n  the aggregate  solely a s  a .r e s u l t  o f  changes o f  
ownership, more than payments  would increase under Medicare under 4 2  
CFR 413.130,413.134,413.153and413.157insofaras these sections 
a f f e c t  payment f o r  d e p r e c i a t i o n ,  interest on c a p i t a l  indebtedness, 
return on equity ( i f  a p p l i c a b l e ,a c q u i s i t i o n  costs for  which 
payments  were p r e v i o u s l y  made t o  prior owners, and the r e c a p t u r e  o f  
d e p r e c i a t i o n .  X 
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2 .  For nursing f a c i l i t i e s  and ICFs/MR-­

a .  	 44  7.253 ( d )  (1) - When there has been a sale or transfer of the assets 
o f  a NF or ICF/MR on or a f t e r  J u l y  18, 1984 butbefore October 1, 
1985, the State's methods and standards provide t h a t  payment rates 
can reasonably be expected not t o  increase i n  the aggregate, solely 
a s  a result o f  a change i n  ownership, more thanpayments would 
increase underMedicareunder 42 CFR 413.130, 413.134, 413.153 and 
413./57 insofar a s  these sections affect payment f o r  depreciation.
interest  on capital indebtedness,return on equity ( i fapplicable),
acquisition C O S t S  f o r  whichpaymentswere previously made to prior 
owners, and therecapture o f  depreciation. n/a 

b. 	 447.253 ( d )  (2) - When there has  heen a sale or transfer of the assets 
o f  a NF or ICF/MR on or a f t e r  October 1, 1985, the State 's methods 
and standards provide t h a t  thevaluation ofcapitalassets for  
purposes o f  determining payment rate8 w i l l  not increase ( a s  measured 
from the date o f  acquisi tion by the seller to the date of the change
o f  ownership) solely a s  a result  of  a change o f  ownemhip, by more 
than the lesser  of:  

( i)  1/2 ofthe percentage increase(as measured from thedate of 
acquisition by the seller to the date of the change o f  ownership) i n  
the Dodge constructionindexapplied in the aggregate w i t h  respect 
t o  those faci l i t ies  that  haveundergone a change o f  ownerShip during
thefiscalyear; or 

(ii)1/2  o f  thepercentageincrease ( a s  measured from thedate o f  
acquisition by the seller to the date of the change o f  ownership) i n  
the Consumer PriceIndex fo r  A l l  UrbanConsumers ( C P I - U )  (United
States city average)applied i n  the aggregate w i t h  reSpect to those 
f a c i l i t i e s  t h a t  haveundergone a change of ownership during the 

year. fiscal n/a 

3. 	 447.253 ( e )  - The Stateprovides f o r  an appeals orexception procedure t h a t  
allowsindividualproviders an opportunity to submit additionalevidence 
and receive prompt administrativereview, w i t h  respect to such issues a s  
the State determinesappropriate, o f  payment rates. 

X 

4 .  447.253 ( f l  - The Staterequiresthefilingofuniformcostreports by each 
provider. participating X 

5 .  	 447.253 (9) - The State provide8 forperiodic a u d i t s  ofthefinancial and 
s tat is t ical  records of participatingproviders. x 
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6 .  	 447.253 (h) - The S t a t e  h a s  complied w i t h  the public notice requ i remen t s  o f  
4 2  CFR 447.205. 

Notices published on: 8/23/96; 10/18/96 

If no d a t e  i s  shown, p l e a s e  e x p l a i n :  

7 .  447 .253( i ) ,  - The S t a t ep a y s  f o r  i n p a t i e n th o s p i t a l  and carelong-term 
r a t e s  andservices u s i n g  d e t e r m i n e d  i n  accordance w i t h  the methods 

s tandards  specified i n  the a p p r o v e dS t a t ep l a n .  X 

C .  R e l a t e dI n f o r m a t i o n  

1. 	 447.255(a)  - NOTE: I f  this p l a n  amendment a f f e c t s  more than  one type o f  
p r o v i d e r( e . g . ,h o s p i t a l ,  NF.  and ICF/MR; or DSH payments)  provide the 
following r a t e  information f o r  eachprov ider  type, or the DSH payments .  
You may a t t a c h  s u p p l e m e n t a l  p a g e s  a s  n e c e s s a r y .  

Provider Type : I n p a t i e n tA c u t e  HOSPIT t a l  

F o r  hospi t a r s  : I n c l u d e  DSH payments  i n  the es t ima ted  average  ra  tes. You 
may either combine h o s p i t a l  and DSH paymentS or s h o w  DSH s e p a r a t e l y .  I f  
i n c l u d i n g  DSH payments i n  a combined r a t e ,  p l e a s e  i n i t i a l  t h a t  DSH payment 
a r ei n c l u d e d .  DSH p a w e n t 8  not inc luded  
Es t imated  average  proposed p a y m e n t  r a t e  a s  a r e s u l t  o f  this amendment: ­
see a t t a c h e d  
Average payment  rate  i n  e f f e c t  for  the immed ia te l y  preceding r a t e  period: 

see a t t a c h e d  *-
Amount o f  change: see a t tached  
Percentage o f  change: Bee a t tached  

2 .  447.255(b)  - Provide a ne s t i m a t e  o f  the short-term and, t o  the extent 
f e a s i b l e ,  l o n g - t e r m  e f f e c t  the change i n  the e s t i m a t e d  a v e r a g e  r a t e  w i l l  
have  on: 

(a) 	 The a v a i l a b i l i t y  o f  services on a s t a t e w i d e  and 
g e o g r a p h i ca r e ab a s i s :  no e f f ec t  

(b) The type o f  c a r ef u r n i s h e d :  no e f f ec t  

(c )  The extent o f  provider p a r t i c i p a t i o n :  no e f f e c t  
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(d l  	 For h o s p i t a l s  the degree to which costs a r e  covered i n  h o s p i t a l s
t h a t  serve a d i s p r o p o r t i o n a t e  number o f  l o w  income p a t i e n t s  w i t h  
s p e c i a l  needs: no e f f ec t  

I HEREBY CERTIFY t h a t  to the best of my knowledgeand bel ie f ,  the i n f o r m a t i o n  
p r o v i d e d  i s  t r u e ,  correct, anda complete s ta tement  prepared  i n  accordance w i t h  
a p p l i c a b l e  i n s t r u c t i o n s .  

Completed by hb%&ML Date i t * w 4 b  
Ti t l e :  	 Senior REIMBURSEMENT ANALYST 

Division of Medical  Ass i s tance  

OFFICIAL 




447 I255 (a) - elated Information 

Estimated Average

Acute Per Diem 


RY96 : 

10/1/95-9/30/96 $819.55 


10/1/96-10/18/96 823.10 


D o l l a r  Change : + 3.55 

Percentage Change +O .43%
: 

Estimated Average

Acute Per Diem 


RY97 : 
10/1/96-10/18/96 $823.10 

RY97 : 
10/19/96-9/30/97 836.72 

difference : + 13.62 

Difference: + 1.65% 

ec
Pro j Annualted 

Disproportionate

Share HosPital PaYments 


$391.0 M 


400.0 M 


+9.0 M 


+2.3% 


Projected Annual 

Disproportionate

$hare HosPital PAYMENTS 


$400.0 M 


393.0 M 


-7.0 M 


-1.8% 




427,064  
$3.5 

199711998 

FederalFIscAl Years 1997and 7998 

1. MedicaidPaymentsinmillions $350.0 $357.1 2.00% $367.6 3.00% $7.0 $5.4 $10.7 
2. MedicaidDays 427,064 0.0096 427,064 0.00% 
3. Medicaid per Diem $819.55 $628.05 2 m  $661.13 3m96 $16S $825 $25.08 $123 

i :$ 4. DisproportionateShare Payments in MILLIONS $391.o $400.0 2.30% $393.0 -1.75% $9.0 $4.5 ($7.0) ($3.5) 

5. Total Payments (Une 1 + Une 4)in MILLIONS $741.O $757.1 2.1796 $760.8 0.49% $16n $8.0 $3.7 

9 
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Attachment 4.19A(1)  

S t a t e  P l a n  Under Tit le  XIX of the Social S e c u r i t y  Act 
S ta t e :  Massachuse t t s  

In s t i t u t iona l  Re imbursemen t  

Methods used t o  Determine Rate6 of PAYMENT for 
A c u t e  Inpatient Hospi t a l  Services 

I :  OVERVIEW 

On August  6, 1996, the Division o f  Medical  Ass i s tance  o f  the E x e c u t i v e  O f f i c e  o f  
Healthand Human Services ( h e r e a f t e r  referred to  a s  "the D i v i s i o n " )  i s s u e d  the 
Medicaidprogram's sixth Request for A p p l i c a t i o n  (-A) t o  Solici t a p p l i c a t i o n s
f r o m  e l i g i b l e ,  i n - s t a t e  a c u t e  h o s p i t a l s  which seek to  p a r t i c i p a t e  a s  M e d i c a i d  
providers o f  a c u t eh o s p i t a l  services. The goal o f  the RFA waB to  enter in to  
c o n t r a c t s  w i t h  a l l  e l i g i b l e ,  a c u t e  h o s p i t a l s  i n  Massachuset ts  which accep t  the 
method o f  reimbursement set forth below a s  payment i n  f u l l  for  prov id ing  Medicaid 
recipients w i t h  the same level of C l i n i c a l  SERVICES a s  i s  c u r r e n t l y  provided by
those hospi t a l a  and their hospi t a l  -licensed h e a l t h  centers. I n - s t a t ea c u t e  
h o s p i t a l s  which: (1) opera te  under  a h o s p i t a l  license i s s u e d  by the Massachuset ts  
Department of P u b l i c  Hea l th  (DPH) ; (2 )  p a r t i c i p a t e  i n  the Medicareprogram; (3)
havemorethan f i f t y  percent (Sob) o f  their beds licensed a s  m e d i c a l / s u r g i c a l ,
intensive c a r e ,  c a r e ,  p e d i a t r i c ,c o r o n a r y  b u r n ,  p e d i a t r i c  intensive c a r e ,
maternal  (obstetrics) or neona ta l  intensive c a r e  bed#, as determined by DPH; and 
(4) currently u t i l i z e  more than  f i f t y  (50%) o f  their beds  a s  s u c h ,  a s  d e t e r m i n e d  
by the Division, a r e  el igible t o  a p p l y  for a c o n t r a c t  p u r s u a n t  to  the RPA. 

An A p p l i c a n t ' s  Conference was held on August 19,1996, a t  which t i m e  interested 
p a r t i e s  c o u l d  a s k  questions t o  c l a r i f y  any a s p e c t  o f  the methodology. Written 
questions and comments were acceptedthroughAugust  20,  1996. The RFA and i t s  
methodology became e f fec t ive  October 1 ,  1336. A l l  e l i g i b l e  a c u t e  h o s p i t a l s  a r e  
p a r t i c i p a t i n g  providers. 

TN 96-15 
Supersedes TN 95 - 1 7 ,  
TN 96-04, TN 96-11 1 
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Attachment  4 .19All)  

S t a t e  p l a n  under Title X I X  o f  the Social S e c u r i t y  Act 

Sta te:  Massachuset ts  


I n s t i t u t i o n a l  R e i m b u r s e m e n t  


On August  6 ,  1996, the Division o f  Medical  Ass i s tance  o f  the R x e c u t i v e  Of f ice  of 
Heal th  and H u m a n  Services (hereafter referred to a s  "the Division") i s s u e d  the 
Medicaidprogram's  sixth REQUEST for A p p l i c a t i o n  (RFA) t o  solicit a p p l i c a t i o n s
f rom eligible, i n - a t a t e  a c u t e  h o s p i t a l s  which seek to  p a r t i c i p a t e  a s  M e d i c a i d  
providers o f  a c u t eh o S p i t a l  services. The goal  o f  the RFA was t o  enter into 
c o n t r a c t s  w i t h  a l l  eligible, a c u t e  hospitals i n  Massachuse t t s  which accep t  the 
method o f  reimbursement  set forth below as payment i n  f u l l  for providing Medicaid 
recipients w i t h  the same level o f  c l i n i c a l  SERVICES a s  i s  c u r r e n t l y  provided by
t h o a eh o s p i t a l s  and their h o s p i t a l - l i c e n s e dh e a l t h  centers. I n - s t a t ea c u t e  
hoSpital .9 which: (1) opera te  under  a h o s p i t a l  license i s s u e d  by the Massachuse t t s  
Department o f  P u b l i c  Heal th  ( D P X ) ;  (2)  p a r t i c i p a t e  i n  the Medicare program; (3)
have  more than  f i f t y  percent (508)  o f  their beds licensed as m e d i c a l / s u r g i c a l ,
intensive c a r e ,  c a r e ,  p e d i a t r i c ,c o r o n a r y  b u r n ,  p e d i a t r i c  intensive c a r e ,
maternal  (obstetrics) or neonata l  intensive c a r e  beds, a s  d e t e r m i n e d  by DPX; and 
(4) c u r r e n t l y  u t i l i z e  more than f i f t y  (508)  o f  their beds a s  s u c h ,  a s  determined 
by the Division, a r e  eligible to a p p l y  for  a c o n t r a c t  p u r s u a n t  t o  the RFA. 

An A p p l i c a n t ' s  Confezace was held on August 19,  1996, a t  which t i m e  interested 
p a r t i e s  c o u l d  ask questions t o  c l a r i f y  a n y  a s p e c t  o f  the methodology. Written 
questions and comments were acceptedthroughAugust  20, 1996. The RFA and i t s  
methodology became ef fect ive  October 1,  1996. A l l  eligible a c u t e  h o s p i t a l s  a r e  
p a r t i c i p a t i n g  providers. 

. ,  . n .  . 
TN 96-15 Approval Date 

\) \,; ,p ',; 1\ 1.., : .,, '! 
Supersedes  TN 95-19. EFFECTIVE Date l0/1/96
TN 9 6 - 0 4 ,  TN 96-11 1 



ATTACHMENT 4 .19Al l )  

S t a t e  P l a n  mder Title XXX of the Social SeCuri tu Act 
S t a t e :M a s s a c h u s e t t s  


Ins tit utional  ReimburSeMENT t 


XI: DEFINITIONS 

Adminis t ra t iVE Day (AD) - A d a y  o f  inpatient h o s p i t a l i z a t i o n  on which a 
recipient ' 8  c a r e  peeds can be provided i n  a setting other t h a n  a n  a c u t e  i n p a t i e n t
h o s p i t a l ,  and on which the r e c i p i e n t  i o  c l i n i c a l l y  r e a d y  for d i s c h a r g e ,  b u t  a n  
a p p r o p r i a t e  i n s t i t u t i o n a l  or n o n - i n s t i t u t i o n a l  setting is not r e a d i l y  a v a i l a b l e .  
See 130 CMR 415.415 and 415.416 a t t a c h e d  a s  EXHIBIT 1. 

ADMINISTRatiVE Day P e r  D i e m  - An a l l - i n c l u s i v e  per d iem payable  t o  h o s p i t a l s  f o r  
a d m i n i s t r a t i v e  d a y s .  

L a b o r a t o r y  Service - Microb io log ica l ,  chemica l ,C l i n i c a l  s e ro log ica l ,
b iophys ica l .  cy to logica l ,hemato logica l ,  radio immunoassay ,  immunologica l , 


p a t h o l o g i c a l ,  or other examina t ions  o f  m a t e r i a l s  derived from the human body t o  

provide i n f o r m a t i o n  for the assessment  o f  a medical condition or f o r  the 

d i a g n o s i s ,  prevention, or t r ea tmen t  o f  any DISEASE 


Communi t y - B a s e d  P h y s i c i a n  - Any p h y s i c i a n ,  e x c l u d i n g  interns, residents, f e l l o w n , 

and house of f icers ,  who i n  not a h o s p i t a l - b a s e d  p h y s i c i a n .  For purpose8 o f  t h i n  

def ini t ion and r e l a t e d  provisions, the t e r m  i n c l u d e s  dentists, 
p h y s i c i a n
p o d i a t r i s t s ,  andos teopaths .  

Contract (Hospi ta l  Contrac t  or Agreement) - The agreement executed between each 
selected h o s p i t a l  and the Division which i n c o r p o r a t e s  a l l  of the provisions of 
the RFA. -. 
C o n t r a c t o r  - Each h o s p i t a l  t h a t  is selected by the Division a f t e r  s u b m i t t i n g  a 
s a t i B f a c t o r y  a p p l i c a t i o n  i n  response t o  the RFA and t h a t  enters in to  a c o n t r a c t  
w i t h  the Division to  meet the purposes specified i n  the RFA. 

Distinct P a r t  P s y c h i a t r i c  Unit (DPU) - An a c u t e  h o s p l t a l ' s  p s y c h i a t r i c  un i t  t h a t  
meets a l l  requirements o f  42  C.F.R.  Part  412 .  

D i  vision - The Commonwealth o f  Massachuse t t s ,Execu t i ve  Of f ice  o f  Hea l th  and 
Human Services. Division o f  Med ica l  Ass i s tance .  

Division of Health Care F i n a n c e  and P o l i c y  DHCFP - a Division of  the 
Commonwealth o f  Massachuse t t s ,Rxecu t i ve  o f f i ce  of  Hea l th  and HUMAN Services. 
DHCFP performsmany o f  the functions performed by the formerRa te  S e t t i n g
Commission andforiaer Division of Medica l  Secur i t y .  

Gross P a t i e n t  Service REVENUE - The t o t a l  d o l l a r  amount of a h o s p i t a l  ' B  charges
for services rendered i n  a f i s c a l  y e a r .  

Heal th  Maintenance Organirat ion (HMO) - An entity approved by the Massachuse t t s  
Division o f  I n s u r a n c e  t o  o p e r a t e  under M.G.L. c.1760. 
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Attachment 0.19Af1) 

S t a t e  P l a n  Under Ti t le  X I X  of the S o c i a l  S e c u r i t y  Act 
S t a t e :M a s s a c h u s e t t s  

Ins t i tu t ional  Re imbursement  

HOSpital - Any h o s p i t a l  LICENSED under M . G . L .  c.111 S51 (and the t e a c h i n g
h o S p i  t a l  o f  the UniverS it y  o f  MaSSachuSetts Medical School), and which meetn the 
eligibil i ty c r i t e r i a  n e t  forth i n  Section I .  

HOSPITAL-Baaed rrPtity - Any entity which c o n t r a c t n  w i t h  a hoSp i  t a l  to  provide
medical  SERVICES to  RECIPIENt n  on the same si te a s  the h o S p i  t a l  ' n  i npa  tient 
f a c i l i t y .  

HOSPITAL-Baaed PHYSICIANS - Any PHYSICIAN e x c l u d i n g  interns, RESIDENTS f e l l o w n ,
and h o u s e  o f f i c e r S ,  who c o n t r a c t n  w i t h  a h o S p i  t a l  or hoSp i  t a l  BASED entity to  
provide S E R V O  to  RECIPIENTS on the same s i te  a s  the h o S p i t a l  ' n  i n p a t i e n t
f a c i l i t y .  For purpoaes of  t h i n  definit ion and r e l a t e d  PROVISIONS the term 
PHYSICIANS i n c l u d e @  d e n t i n t o ,  PODIATRISTSand o s t e o p a t h s .  

HOSPTIAL-Specific Standard Payment Amount Per Discharge (SPAD) - An a l l - i n c l u S i v e  
acu te  i n p a t i e n tpayment for  the f i r n t  twenty cumula t i ve  days  o f  a n  

h o s p i t a l i z a t i o n .  which i n  complete reimburSement f o r  an  acute  EPISODE o f  i l lness,
e x c l u d i n g  the addi t ionalpayment  of O u t l i e r S ,  TRANSFER per D i e m s ,  and 
Admin i s  t ratively NeceSsary Days. 

Inpatient Services - SERVICES re imbursable  by the DIVISON purnuant  t o  the RFA 
which a r e  provided to rec ip i en tS  admi t t ed  an  PATIENTS to  a h o S p i t a l .  

Managed CareOrganiZation I W C O )  - the managed c a r eo r g a n i z a t i o n  w i t h  which the 
DIVISION c o n t r a c t n  t o  admin iS te r  the Division R sMental Health and Substance Abuse 
Program (MH/SAP). 

Medicaid - The Medical ASSISTANCE Program adminiStered by the DIVISION t o  furnish 
and p a y  f o r  medical  services purnuant  t o  the MaSsachuset ts  Medicaid Statute  and 
T i t l e  XIX o f  the S o c i a l  S e c u r i t y  Act. 

Mental  Heal th/  SUBSTANCE Abuse Program - a managed care program fo r  the PROVISION 
o f  men ta l  hea l th  and  SUBSTANCEABUSE service8 to  Medicaid RECIPIENTS enrolled i n  
the program. 

O u t l i e r  Day - Bachdayduring which a recipient remainn HOSPITALIZATION a t  a c u t e  
( n o n - p s y c h i a t r i c )s t a t u e  beyond twenty a c u t ed a y s  during the same, single
admiss ion .  AD daysoccurr ing  within the period o f  HOSPITALIZATION a r e  not 
counted toward the o u t l i e r  t h r e n h o l d  a n  described i n  Section IV.B.8. 

PaSS-ThrOughCoats - Organ a c q u i S i t i o n  and m a l p r a c t i c e  COSTS t h a t  a r e  p a i d  on a 
cost-reimburnement  banis  and are added to  the h o s p i t a l - S p e c i f i c  STANDARD payment 
amount . 
P e d i a t r i cS p e c i a l t y  HOSpital - An a c u t eh o S p it a l  which l i m i  t o  admiSsions 
p r i m a r i l y  t o  children and w h i c h  QUALIFIES as exempt f r o m  the Medicare prospective 
payment SYSTME r e g u l a t i o n S  

P e d i a t r i c  Specialty Uait - A p e d i a t r i c  unit i n  a n  a c u t e  h o s p i t a l  i n  which the 
r a t i o  o f  LICENSED p e d i a t r i c  beds t o  t o t a l  LICENSEDHOSPITAL beds a s  o f  J u l y  1,  
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Attachment 4.19A(1)  

s t a t e  P l a n  under Title xxx of the S o c i a l  S e c u r i t y  Act 
State:Massachuset ts  

Instit u  t i o n a lReiMBURSEMEN t 

1994 exceeds 0 . 2 0 ,  unless loca ted  i n  a f a c i l i t y  a l r e a d y  d e s i g n a t e d  a s  a s p e c i a l t y
hospi t a l .  

P r i m a r y  C a r e  CLINICAN PROGRAM (PCCP) - a comprehensive managed care program w i t h  
p r i m a r y  c a r e  c l i n i c i a n s  managing enrolled recipients' medical care.  

P u b l i c  Service HOSPITAL - Any public a c u t e  hospi t a l  or any a c u t eh o s p i t a l  
opera ting pursuant  to Chapter 147 of the Acts C Resol ves o f  1995 (see at tached 
Exhibit 2 )  which has  a p r i v a t e  sector payer  mix t h a tc o n s t i t u t e s  less than 
twenty-five percent (354) o f  i t s  gross p a t i e n t  service revenue (GPSRI and where 
uncompensatedcare comprises more than t w e n t y  percent (204) of i f a  GPSR. 

RateYear (RY) - The period beginning October 1 and ending September 30.  F o r  
example, RY97 w i l l  begin on October 1, 1996 and end on September 30 ,  1997. 

Recipient - A person determined by the Division to  be eligible fo r  medical 
ass i s tance  under  the Medicaidprogram. 

Sole Community Hospi tal  - Any a c u t eh o s p i t a lc l a s s i f i e da s  a sole community
hospi t a l  by the U.S. Health Care Financing Administration's Medicare regulations,  
or any hospi t a l  which demons t r a  t e a  to  the Division of Health Care Finance and 
Policy's s a t i s f a c t i o n ,  t h a t  i t  1s l oca ted  morethan 25 miles from other acu te  
h o s p i t a l s  i n  the Commonwealth and which provides services f o r  a t  l e a s t  s ixty 
percent of their primary service area.  

S p e c i a l t y  H o s p i t a l  --Any a c u t e  h o s p i t a l  which l imits  admissions t o  children or 
to  pa tients under a c t i v e  d i a g n o s i s  and treatment  of eyes, ears .  nose, and t h r o a t ,  
or diagnosiS and treatment  of cancer and which q u a l i f i e s  as exempt from the 
Medicare prospective payment system regu la t ions .  

T r a n s f e rP a t i e n t  - Any p a t i e n t  who meets any  o f  the following c r i t e r i a :  1 )
t rans f e r red  between a c u t eh o s p i t a l s ;  2) transferred between a dist inct  p a r t
p s y c h i a t r i c  unit anda medical / surg ica l  unit i n  an  acu te  hosp i ta l ;  3) receiving
substanceabuse-related services whose s t a t u s  i n  the =/SAP changes; or 4 )  who 
becomes eligible for Medicaid a f t e r  the d a t e  of admission and prior t o  the d a t e  
o f  diecharge.  

Upper LIMIt - The t e r m  r e f e r r i n g  t o  the level below which 1t is determined t h a t  
the hospi tal  reimbursement  methodology w i l l  resu l  t i n  paylaen t s  f o r  hospi t a l  
services i n  the aggregate  tha t  are  no more than the amount t h a t  would be paid
u n d e r  Medicare principles of reimbursement. 

UBual u r d  CUSTOMARY CHARGES - Rout ine  fees hosp i ta l s  charge  for a c u t e  i n p a t i e n t
services rendered to  p a t i e n t s  r e g a r d l e s s  of payor source.  
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Attachment 4.19A (1) 

State PlanUnder T i t l e  X I %  of the Social Security Act 

S t a  to: MASSACHUSEtt s  


Institutional REIMBURSEMENT 


111: NON-COVBD SERVICES 

The Division w i l l  reimburse Medicaid participating HOSPITALS a t  the rates 
established i n  the RFA for a l l  acute inpatient services provided to  Medicaid 
recipients excent for the followings 

A. 	 Mental Health and Substance ABUSE Services forRecipients Assigned tothe 
MH/SAP 

The MCO contracts with a provider network to deliver mental health and 
substance abuse services for  Medicaid recipients assigned to the MH/SAP.
Hospitals i n  the MCO's network are p a i d  by the MCO for  servicesto 
recipients assigned to  the MH/SAP, pursuant to  the con t r a c t  between the 
MCO and the hospital. 

Hospi tals  t h a t  a r e  not i n  the network (hereinafter "non-network 
hospitals") do not q u a l i f y  for  Medicaidreimbursement forrecipients
assigned to  the =/SAP seeking mental health .or substance abuse non­
emergent care, except i n  accordance with a service-specific agreement with 
the MCO. 

Non-network hospitals t h a t  provide medically necessary mental health and 
substance abuse emergent care to  MH/SAP assigned recipients q u a l i f y  for  
reimbursement By  the MCO. 

Hospitals may not bill theDivision, and theDivision w i l l  notreimburse 
hospitals f o r  mental health and substance abuse services provided t o  
NH.SAP assigned recipients . 

B .  HMO Services 

Hospi t a l a  providing services t o  Medicaid recipients enrolled in HMOs w i l l  
be reimbursed by HMOs for  those services. 

Hospitals may not bill the Division, and the Division w i l l  not reimburse 
hospitals for services provided to Medicaid recipients enrolled i n  an HMO 
where such services are covered by the HMO 's contract w i t h  the Division. 
Furthermore, hospitals may not "balance bill"theDivisionfor any
SERVICES covered by the HMO's contract w i t h  theDivision. HMO 
REIMBURSEMENTt o  shall beconsidered PAYMENT i n  f u l l  for any HMO-covered 
services provided to a Medicaid recipient enrolled i n  an HMO. 

C. A i r  AMBULANCE SERVICES 

In order toreceive reimbursement f o r  a i r  ambuLance services,providers 
must have a separatecontract w l t h  the Division for such services. 
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S t a t e  P l a n  under T i t l e  XXX of the S o c i a l  S e c u r i t y  Act 
State:Massachuaet ts  


Ins ti t ut i o n a l  Reimbursement 


D. Hospital  Services Reimbursed through O t h e r  Contrac ts  or Regulations 

The Commonwealth may i n s t i t u t es p e c i a lp r o g r a mi n i t i a t i v e s  other than 
those listed above which prov ide ,throughcontrac tand/orregula t ion ,
a1 ternat ive  reimbursement  methodologles fo r  HOSPIT t a l  servlces or c e r t a i n  

cases,h o s p i t a l  services. In such payment for  such services is made 
pursuant  t o  the contrac t  and/or  regula t ions  governing the special program
i n i t i a t i v e ,  and not through the RFA and RESUL t ing con t rac t .  
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state p l a n  Under T i t le  XIX of the Social Security Act 
S ta t e  : MASSACHUSE tt s  

Ins t i t u t iona l  Re imbursemen t  

I V :  REIMBURSEMENT SYSTEM 

A. DATA SOURCES 

In the development o f  e a c h  h o s p i t a l  'S RY97 B tandardpaymentamount per
d i s c h a r g e  (SPAD) , the Division used  Medicaid  audi ted  paid  c la ims  for  the 
per iod  June 1. 1995 to  May 31, 1996; the -95 RSC-403 report, a s  
s u b m i t t e d  t o  the R a t e  Setting CoMmSiSSiOnn /k /a  DHCFP: and the RY95 Merged
Casemix/ B i l l i n g  T a p e s ,  a s  a c c e p t e d  by the Ra te  Setting Commission, a s  the 
p r i m a r ys o u r c e s  o f  da ta  to  develop base o p e r a t i n g  costs. The wage area 
a d j u s t m e n t  was derived f r o m  the 1993Medicare 2552 C o s t  Report. 

E .  METHODOLOGY FOR INPATIENT SERVICES 

1. Overview 


Payments f o r  i n p a t i e n t  services, other than  f o r  p s y c h i a t r i c  services 
provided i n  dis t inct  p a r t  p s y c h i a t r i c  units, w i l l  consist o f  the sum 
o f  1) a s tatewideaveragepaymentamount  p e r  d i s c h a r g et h a t  i s  
a d j u s t e d  for  wage area differences and the h o s p i t a l - s p e c i f i c
Medicaidcasemix; 2 )  a per d i s c h a r g e ,h o s p i t a l - s p e c i f i cp a y m e n t  
amount for  h o s p i t a l - s p e c i f i c  expenses for m a l p r a c t i c e  andorgan
a c q u i s i t i o n  costs: 3) a p e r  d i e c h a r g e ,h o s p i t a l - s p e c i f i cp a y m e n t  
amount f o r  direct medical  educat ion  costs which i n c l u d e s  a p r i m a r y  
c a r e  TRAINING incentive and a s p e c i a l t y  c a r e  r e d u c t i o n ;  and 4 )  a per
d i s c h a r g e ,  hospi t a l - s p e c i f i cp a y m e n t  amount for the c a p i t a l  cost 
a l lowance ,ad jus t ed  by h o s p i t a l - s p e c i f i cc a s e m i x .  Bach o f  these 
elements i s  described i n  Sections IV.B.2through I V . B . 5 .  The 
8 t a  t e w i d e  averagepaymentamount per  d i scbargeincorporateaan  
e ff ici ency standard . 
Payment f o r  p s y c h i a t r i c  Services provided i n  dist inct p a r t
p s y c h i a t r i c  units to  M e d i c a i dp a t i e n t s  who a r e  not served either 
through a c o n t r a c t  between tho Division and it s  MH/SAP MCO or an HMO 
s h a l l  be made t h r o u g h  a n  a l l - i n c l u s i v e  r e g i o n a l  weighted average p e r
diem,updated for i n f l a t i o n  andadjuBted to  reflect a n y  r e d u c t i o n s  
n e g o t i a t e d  by the h o s p i t a l  and the Division ' a  MH/SAP MCO (described
in Section IV .B .  7 ) .  

Payment for p h y s i c i a n  services rendered by hosp i ta l  -based  phys i c ians
w i l l  be made a s  described i n  Section IV.B.10. 

2. H o s p i t a l  -Specific Standard PAYMENT Amount Per DiScharge (SPAD) 

a .C a l c u l a t i o n  

The a ta tewide  average  payment  amount p e r  d i s c h a r g e  is based on 
the a c t u a l  s t a t e w i d e  COST of providing i n p a t i e n t  services i n  
F Y 9 5 .  The average cost per d i s c h a r g e  f o r  FY95 was determined 
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S t a t e  Plan under Ti t le  XIX of the S o c i a l  S e c u r i t y  Act 

S t a t e  : Massachuse tt s  


Insti t u  t i o n a lReimburSemen t 


u s i n g  the FY95 DHCFP Merged B i l l i n g  and Discharge Data and the 
FY95 R S C - 4 0 3 ,  a s  screened and upda tedas  o f  June 2 0 ,  1996. 
Cost and u t i l i z a t i o n  d a t a  for the following were excluded i n  

averagec a l c u l a t i o n  o f  the s ta tewide  payment  amount per
d i scharge ;  hospi t a l s  and h o s p i t a l  units w i t h  unique
c i r c u m s t a n c e s ,a s  set forth i n  Sections I V .  C .1 - IV .  C.4;and 
p s y c h i a t r i c  units . 
The average cost p e r  d i s c h a r g e  i n  e a c h  h o s p i t a l  was derived by
d i v i d i n gt o t a lh o s p i t a l  costs by t o t a lh o s p i t a ld i s c h a r g e s ,
excluding those from p s y c h i a t r i c ,  chronic or o b s e r v a t i o n  
u n i  t s ,  or skilled nursing f a c i l i  ties. Costs a s s o c i a t e d  w i t h  
distinct p a r t  p s y c h i a t r i c  units, chronic u n i t s ,  SNF u n i t s ,  and 
o b s e r v a t i o nu n i t s  were exc luded .  The cost centers which a r e  
ident i f ied a s  the supervis ioncomponent  o f  p h y s i c i a n
compensation and other direct p h y s i c i a n  costs were  inc luded;
p r o f e s s i o n a l  services were exc luded .  A l l  other medical and 
n o n - m e d i c a l  s t a f f  expenses w e r e  i n c l u d e d .  

Malprac t i ce ,organacqu l s i  tion, c a p i t a l ,  and direct medical 
educa t ion  costs were excluded f r o m  the c a l c u l a t i o n  o f  the 
s ta tewide  average  payment  amount. 

The average cost p e rd i s c h a r g e  for  each hospi t a l  was then 
d i v i d e d  by the h o s p i t a l ' sM a s s a c h u s e t t s - s p e c i f i c  wage area 
inaex and by the h o s p it a l - s p e c i f i c  FY95 a l l -payercasemix  
index u s i n g  the Version 12.0 New Y o r k  grouperand New Y o r k  
weights. ( F o r  the non-exemptMassachuse t t shospi ta ls  i n  the 
areasdes igna ted  by the G e o g r a p h i c a lC l a s s i f i c a t i o n  Review 
Board o f  the Heal th  Care  Financing  Adminis t ra t ion .  e f fec t ive  
September 1, 1995, the averagehour ly  wage o f  eacharea was 
c a l c u l a t e d  f r o m  aud i  t e d  FY93 Medicare 2552 C o s t  R e p o r t s .  Each 
area 's average  hour ly  wagewas then d i v i d e d  by the s t a t e w i d e  
averagehour ly  wage t o  de te zmine  the a r e a ' s  wage i n d e x .  For 
the c a l c u l a t i o n  o f  the S p r i n g f i e l d  area i n d e x ,  the B a y s t a t e
Medical Center's wagesandhours were included).  This step
r e s u l t s  i n  the c a l c u l a t i o n  of  the standardized Medicaid costs 
per d i s c h a r g e  f o r  e a c h  h o s p i t a l .  These standardized costs per
d i s c h a r g e  were compared to the standardized Medicaid costs per
d i s c h a r g e  f r o m  the RY96 RFA wi th three y e a r s  o f  i n f l a t i o n .  I f  
the RY96 standardized Medicaid cost p e r  df echarge was a t  l e a s t  
15) more t h a n  the S tandard i zed  cost p e r  d f  s charge  ca lcu la t ed  
i n  R Y 9 7 ,  the s tandard i zed  costs per  d i scharge  were  capped  a t  
15% over the RY96 Medicaid costs p e r  d i s c h a r g e .  

The h o s p i t a l s  were then ranked f r o m  lowest to highest w i t h  
respect to  their s tandard i zed  costs per d i scharge ;  a 
cumulative frequency of Medicaid d i s c h a r g e s  f o r  the h o s p i t a l s  
wasproduced;andan efficiency standardwas established a s  
the we igh ted  median cost per d i s c h a r g e .  The RY97 eff iciency 
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Attachment 4.19A (1) 

S t a t e  P l a n  Under Ti t le  XXX of the Social SeCuRity  Act 
S t a t e :M a s s a c h u s e t t s  

I n s t i t u t i o n a l  ReimbursEMEnt 

a s  d i s c h a r g estandard was e s t a b l i s h e d  the cost p e r
corresponding to the d i s c h a r g e  l o c a t e d  a t  the seventy-fifth
percentile; this means  tha t  75%of  the Medicaidcaseload was 
t r e a t e d  i n  h o s p i  t a l #  whose o p e r a t i n g  costs were recognized i n  

II 	 f u l l .  The RY97 efficiency Standard is $2,938.34. The weighted
seventy-fifth percentile i s  the h i g h e s t  s t a n d a r d i z e d  cost p e r
d i s c h a r g e  t h a t  w i l l  be recognized for  a n y  i n d i v i d u a l  h o s p i t a l
i n  the computat ion o f  the statewideaveragepaymentamount .  

The RY97 s tatewideaveragepaymentamount  per d i s c h a r g e  was 
then determined by multiplying a )  the weighted mean o f  the 
s tandard i zed  cost per d i s c h a r g e ,  a s  l i m i t e d  by the eff iciency
standard;  by b) the o u t l i e r  ADJUSTMENT f a c t o r  o f  ninety-five 
percent (95%); by c) an i n f l a t i o nf a c t o r  o f  3.166 which 
reflects price change between RY95 andRY96;and by d )  an 
i n f l a t i o n  f a c t o ro f  2.38% which reflects price changes between 
RY96and RY97. Each i n f l a t i o n  f a c t o r  i s  a blend of the HCFA 
marke tbaske t  and the MassachusettsConsumer Price Index 
( C p I ) .  S p e c i f i c a l l y ,  the CPI r e p l a c e s  the l a b o r - r e l a t e d  
component o f  the HCFA marke t  baske t  t o  reflect  conditions i n  
the Massachusettseconomy. The resul t i n gs t a t e w i d ea v e r a g e  
payment  amount  per  d ischarge  i s  $2,622.08. 

The s ta tewideaveragepayment  amount per d i s c h a r g e  was then 
m u l t i p l i e d  by the h o s p i t a l  'B Medicaidcasemixindex(us ing
veRsion 1 2 . 0  o f  the New York Grouper and New York  we igh t s )  and 
the h o s p i t a l  's M a s s a c h u s e t t ss p e c i f i c  wage area index to  
derive the h o s p i t a l  -specific standardpaymentamount per
d i s c h a r g e  (SPAD) . The wage area indexes were derived f r o m  
a u d i t e d  F Y 9 3  Medicare C o s t  Reports (2552).  

The o u t l i e r  a d j u s t m e n t  i s  used f o r  the payment o f  o u t l i e r  d a y s  
a s  described i n  Section IV.B .  8 .  

The RY98 s tatewide average payment  amount  per d i s c h a r g e  w i l l  
be c a l c u l a t e d  a s  d e s c r i b e d  a b o v e ,  e x c e p t  for  the a d d i t i o n  o f  
a nu p d a t ef a c t o r  to  reflect p r i c ec h a n g e s  between RY97 and 
RY98. 

When groupers  are  changes  and modernized,  i t  i s  n e c e s s a r y  t o  
a d j u s t  base p a y m e n t  r a t e s  BO t ha t  overa l l  paymen t  levels a r e  
not a f f e c t e d  solely by the grouper change .Th i saspec t  of 
" b u d g e tn e u t r a l i t y "  i s  an approachthat  the Division i s  
following, and one t h a t  h a s  been a f e a t u r e  o f  the Medicare DRG 
program since i t s  inception. .The Division reserves the right 
t o  update  to  the new groupershould  there be a grouper
developed during the next r a t e  y e a r .  
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